Observers of the Electronic Commerce (EC) landscape often comment on the prospects for disintermediation. Other observers note that the nature of EC will create new kinds of intermediaries, termed "cybermediaries", who would occupy positions in Internet channels between producers and consumers. The word coined to describe this is "reintermediation". In either case, traditional retailers would be threatened by new EC-enabled competition. This investigation was launched to predict the occurrence and impact of disintermediation and reintermediation in the US air travel distribution industry. A group of industry experts was assembled as a Delphi panel and asked to predict the effect that EC would have on the major channel players in each of five major market segments.
I. INTRODUCTION
Many observers of the Electronic Commerce (EC) scene forecast that traditional channel intermediaries will be by-passed by suppliers reaching out to end customers directly. The common term used to describe this process is disintermediation. Examples of disintermediation include airline direct services, in which airline passengers book their travel directly from the airlines using the airlines' web site or telephone call center. When this occurs, the travel agent is "disintermediated" and, of course, loses the commission the airline would have otherwise paid had the traveler used the agent for booking. Other examples include Dell Computer and Cisco Systems, which sell over $2 billion and $5 billion a year, respectively, from their web sites (Infoworld, 1998) . Egghead Software closed all of its retail stores in 1998 and now sells and delivers software products exclusively over the Internet (Wilde, 1999) . Disintermediation by EC technologies is a potential threat to any business that occupies an intermediate position in the distribution channel.
Other observers, while acknowledging the threat of disintermediation to traditional channel players, point out that we are seeing the rise of new intermediaries, called "cybermediaries", (Sakar, Butler and Steinfeld, 1995) who are staking out territory in cyberspace between producers and the ultimate consumer of products and information.
Amazon.com, the well-publicized purveyor of books, videos and CDs on the Internet is perhaps the best example, (1995) , among others, observed that travel agents are vulnerable to disintermediation and need to provide new value. Additional pressure was placed on travel agents when the air carriers imposed commission caps, as described in Section II.
The serious question to be addressed was whether or not traditional travel agents would lose significant amounts of business to new competitors. It was clear that what was fundamentally needed was a forecast of shifts in market share and number of travel agent entities as the new competitors took hold. A panel of industry experts was assembled to participate in a Delphi survey addressing the major issues. The Delphi method chosen is particularly suited to forecast technological developments (Delbecq, Van de Ven, and Gustafson, 1975) . In addition, if the survey results were to be useful to traditional travel 
II.RECENT DEVELOPMENTS IN THE U.S. AIR TRAVEL DISTRIBUTION INDUSTRY
In 1995, after a long period of promoting partnership style arrangements with travel agents since the deregulation of the industry in 1978, the carriers imposed a cap of $50 or 10% (whichever is lower) on commissions paid for a round trip domestic flight. The previous rate of commission had been 10% with no cap. Commissions on international flights remained unchanged at 10%. In September 1998, airlines dropped commissions to 8% for both domestic and international flights and retained the $50 cap on domestic flights.
Communications of AIS
In November 1998, the airlines imposed a cap of $100 on international round trip tickets. As a result of the commission caps and reductions, many travel agents began charging their customers $10 to $15 to help make up for the lost airline commissions. To make matters worse for the travel agents, most large airlines began to encourage travelers to bypass travel agents and book their flights with the airlines directly.
AIRLINE DIRECT SERVICES AND E-TICKETS
Airline direct services take several forms:
• Internet sites,
• toll free telephone call centers,
• city ticket offices and
• airport ticket counters.
The ones competing with travel agents most directly are the first three. The two most important from a technology-enabled perspective are Internet sites and toll free telephone call centers.
One of the shortcomings of on-line travel sites is that travelers use the Internet site to search for information on itineraries and comparative prices, but then book the flight by using either the airlines' toll-free telephone call center or their travel agent. At an Internet site such as ual.com, operated by United Airlines, travelers are encouraged to book online by being offered 500 frequent flyer miles if they do so. Most of the other major carriers have similar offers.
Typically, if a reservation is made on-line, it is in the form of an electronic ticket
(an E-ticket). Travelers making reservations through an airline's toll free telephone call center are also encouraged to use an E-ticket. An E-ticket is simply a record of a reservation made using a valid credit card number stored in the computer database of the airline company. No paper ticket is issued. With the use of E-tickets, the need for a paper ticket is eliminated. E-tickets reduce the costs of distribution for the airlines for airline direct reservations, since tickets do not have to be mailed to the traveler. They also weaken the role of the traditional travel agent in the distribution chain because one of their principal roles had always been to put tickets into the travelers' hands.
Business Week (Leonhardt, 1999) recently reported that after just four years, E-tickets account for about one-third of all trips taken in the US. Their biggest drawback up to now is that airline computers do not recognize E-tickets issued by other carriers. This shortcoming makes it difficult for a passenger
holding an E-ticket to switch to another carrier if his flight is cancelled. Business
Week reported that United Airlines and American Airlines are addressing this problem and hope, by sometime in 1999, to be able to "interline" E-tickets with just a few keystrokes on the computer. When this happens, and when it spreads to other carriers as well, the popularity of E-tickets should increase even further.
CYBERMEDIARIES
Cybermediaries compete with traditional travel agents and airline direct services for market share in the US air travel distribution industry. In October In addition, many cybermediaries notify travelers by email when a discount fare is posted for a particular destination of interest to the traveler. The airline direct sites have a similar service. Most will send out a mid-week email with discount round trip flights available for the upcoming weekend as a way to unload so-called "distressed merchandise", i.e. airline seats that would otherwise go unsold.
RESEARCH QUESTIONS
Given the turbulent competitive environment in the air travel distribution industry, made more complex by the availability of EC technologies as new ways to connect customers, suppliers and intermediaries, the following research questions were identified: Airline industry representatives were invited to participate but either declined or were among those who dropped out.
DEVELOPMENT OF THE INITIAL QUESTIONNAIRE
Several discussions were held with Mr. O'Connor to identify the key "players" in the air travel distribution channels, and the most important trends and strategic options with the advent of EC.
CHANNEL PLAYERS
Because the panel was comprised of industry experts, it was important that the channel players presented to them in the questionnaire had a ring of reality to them. After discussion, the following key channel players were identified: 
MARKET SEGMENTS
In the same way that it was important to identify channel players that the panel would accept as conforming to the real world, it was also important to specify customary market segments in the industry. Again, after discussion, the following five distinct market segments were identified: 
IV. ANALYSIS OF RESULTS
This section consists of a detailed presentation and analysis of the results of the third round of the survey organized around the five research questions identified in Section II. It draws some over-all conclusions and sets the stage for a discussion of the implications of this study and opportunities for follow-on research.
1. Are traditional travel agents likely to lose market share to new EC-based competitors, i.e. is disintermediation expected to occur?
Agency Entities
The panel believes that traditional travel agents are indeed threatened.
For example, as shown in Does the panel agree that the disintermediation of travel agents predicted by Tapscott (1995) , Benjamin and Wigand (1995) Even though the panel expects a substantial reduction in the number of travel agency locations and entities (Table 1) , this does not necessarily in and of itself mean that they expect that the locations and entities that disappear will have been disintermediated. The estimated reduction could result from a wave of consolidation in the air travel distribution industry, with larger agencies absorbing smaller agencies in an attempt to gain economies of scale. To explore the question of disintermediation further, the panel was asked to estimate overall market share of each of the channel players identified above.
Unfortunately, it was not possible to identify an accurate source of market share estimates for each channel player in 1997 or 1998. Therefore Table 2 shows only market share estimates for the years 2002 and 2007: The most important point shown by the data in Table 2 discussed by Kierzkowski, McQuade, Waitman and Zeisser (1996) and the viability of cybermediaries and reintermediation discussed by Sakar, Butler and Steinfield (1995) are supported by the panel.
3. In which market segments are the traditional travel agents most likely to lose share to either airline direct services or cybermediaries?
Given that the panel expects traditional travel agents to lose market share overall, what is their relative vulnerability by market segment? As discussed in Section III, the market segments identified were the: The results presented in Table 4 have some surface validity in empirical observations regarding electronic commerce. The EC retailing successes thus far tend to be for products and services that are commodity-like in nature (e.g.
books, videos, CDs, computers, even automobiles). The less commodity-like a product or service is, the less likely a consumer will be to purchase it over the Internet. For example, when considering grocery products, consumers are more comfortable buying laundry detergent than tomatoes, since not all tomatoes are alike, whereas one box of branded laundry detergent is exactly like another. This result aligns with the distinction Bakos (1991) made between electronic commodity markets and differentiated electronic markets. As Table 5 shows, the panel believes that E-tickets will gain a considerable amount of acceptance in all five market segments. They forecast that the widest acceptance of E-tickets will be in both corporate market segments and in the knowledgeable business/leisure travelers segment.
As pointed out in Section I, this shift has enormous implications for the future of travel agents. If the over 80% acceptance of E-tickets in three such important market segments indeed occurs, it reduces the need for travelers to rely on travel agents (or anyone else, for that matter) to see that tickets are delivered to them in advance of their travel date.
In particular, the forecast penetration in the knowledgeable business/ leisure travelers segment reinforces the prediction that this segment is where 2. The reliability of the Delphi method in other instances.
The possible emergence of a disruptive technology or technique.

The Panel's Expertise
The way the panel was formed gives great comfort as to the expertise of 
The Reliability of the Delphi Method
The Delphi method has been in use since the early 1960's, when it was developed at the Rand Corporation (Dalkey and Helmer 1963) . Since then, it has gained acceptance as a standard methodology for developing consensus forecasts in several domains. The continued use of the Delphi methodology by other researchers when consensus forecasts are called for, (e.g. Brancheau, Janz, and Wetherbe, 1996) is an indication that it is reliable if the panel is carefully selected, as it was in this investigation.
The Possibility of the Emergence of a Disruptive Technology or Technique
This investigation made an attempt to anticipate the emergence of a disruptive technology or technique by specifically asking the panel to consider possible new competitors to the channel players identified for the first round survey. Two were specifically identified as possibilities:
1. personal travel management software which will empower individuals to make their own travel arrangements without paying transaction fees or commissions, and 2. Airlines exit the distribution business and sell significant numbers of seats to new, consolidator-like intermediaries. The new intermediaries assume the risk of unsold seats.
On the other hand, the consensus view of EC is that it is still so new that it is very difficult to adopt a strategy that works for any reasonable period of time, because the environment changes so rapidly. Observers of the EC scene are fond of saying, "an Internet year is two months" or that "with EC, it's like being in the first minute of the first period of a hockey game". Barriers to entry are low, as 
V. IMPLICATIONS AND OPPORTUNITIES FOR FOLLOW-ON RESEARCH IMPLICATIONS
What are the implications of this research for travel agents? The most significant points are listed below. Perhaps most interesting is that, up to now, cybermediaries have been described in terms of new competition for travel agents, along with the airline direct services. In actuality, airline direct services compete against both travel agents and cybermediaries. Both represent intermediaries in the supply chain between the airline and the air traveler that the airlines would like to bypass so they can deal with their customers directly.
1. Travel agents face serious competition from both airline direct services and from cybermediaries focusing on the travel industry.
Airline companies reduced commissions paid to travel agents and
cybermediaries. There is every indication that this trend will continue in the future, based upon recent events.
3. Travel agents and cybermediaries can reasonably expect that they will face commission cuts and caps from other travel providers, such as car rental companies, hotels, and cruise lines. Cybermediaries and travel agents with a web presence also have the opportunity to generate advertising revenues.
5. Charging a service fee will require travel agents and cybermediaries to demonstrate that they are adding value, otherwise travelers will use the less expensive airline direct services.
Further reflection on some of these points gets down to the question of "who owns the customer"? Is a knowledgeable business/leisure traveler in Denver a customer of United Airlines (the local hub airline) or of a local travel agent? Unless there is a compelling reason to use a fee for service travel agent or cybermediary, the traveler will most likely use the airline direct service since it is both convenient and free. As the study identified, however, the more complex the transaction, the more likely it is that the traveler will use a travel agent.
Thus, it seems there are at least two challenges for the travel agents and cybermediaries:
1. To convince travelers to book all of their travel through them by devising ways to demonstrate the value add and by countering the loyalty programs of the airlines and;
2. To communicate clearly to the marketplace the situations when it is most appropriate to use the information brokering services they offer to handle complex itineraries and to find the lowest fares.
In summary, the panel sees the travel agents as being under serious competitive pressures from both airline direct services and cybermediaries, and both travel agents and cybermediaries under serious competitive pressure from the airline direct services. Building closer relationships with customers is the travel agent's best opportunity to survive and technology can help them do so.
The panel is not optimistic, however, that local travel agents in particular will be 4. This investigation could serve as a prototype approach for investigating the prospects for disintermediation and reintermediation in a variety of industries 5. Case studies of successful strategies developed and deployed by travel agents and/or cybermediaries to counter the airline direct strategies would be of interest both for informing the practitioner community and for the classroom.
6. This investigation confirmed that the more commodity-like a product or service is, the more likely consumers will be to purchase it over the Internet. Other possibilities involve emerging technologies. Agent-mediated electronic commerce seems to be a natural for supporting an electronic market in airline tickets (Chavez and Maes, 1996) . Voice recognition systems and language translation software are two other emerging technologies that could be applied in this domain. Hybrid systems, which combine web delivery of information with an option for the consumer to establish a telephone connection with a customer service call center, are also promising technologies.
In summary, for the foreseeable future, there will likely be no shortage of interesting opportunities for research. States in ten years, with sales of $1.3 billion. Rosenbluth exploited the complexities that deregulation created in the marketplace by using IT to effectively manage complexity while leveraging human expertise.
RECENT SIS INITIATIVES IN THE AIRLINE TRAVEL INDUSTRY
Lyle (1995) New intermediaries, such as Travelocity and Microsoft's Expedia, offer additional options (Wildstrom, 1997) . Travelers can make their reservations from their PCs using these services and bypass both the airlines and traditional travel agents. Both services promise to find the lowest fares, and since they are
Internet-based, can be accessed from any computer with an Internet connection.
They are also available 24 hours a day, seven days a week. Travelers who use the Internet-based services bypass both the airlines and the traditional travel agent.
ELECTRONIC MARKETS AND AGENT-MEDIATED ELECTRONIC COMMERCE
Malone, Yates and Benjamin (1987) cite the airline travel industry as an example of the shift towards electronic markets. These authors speculate that the greater range of choices available through the electronic market facilitated by travel agents is the principle reason why travel agent bookings increased from 35 to 70 percent since the introduction of the first CRS. Rayport and Sviokla (1994) which to make their decision and enables them to purchase directly from leading airlines.
DISINTERMEDIATION AND REINTERMEDIATION
Disintermediation refers to the displacement of an intermediary in the channel between the producer of a product or service and its end consumer.
Many observers of the electronic commerce scene have predicted that disintermediation will occur, and that intermediaries must consider disintermediation as a competitive threat and adjust their business strategies accordingly. Tapscott (1995) stated that airline tickets will soon disappear as the process becomes digitized. Bill Gates, Microsoft CEO (1995) , also predicts that Benjamin and Wigand (1995) synthesized previous research to suggest that:
1. All intermediaries between the manufacturer and the consumer may be threatened as the National Information Infrastructure (NII) reaches out to the consumer.
2. Profit margins may be substantially lowered and redistributed.
3. The consumer will have access to a broad selection of low cost goods.
4. There will be many opportunities to restrict consumers' access to the potentially vast amount of commerce. Sakar, Butler, and Steinfield (1995) take a somewhat different position.
They acknowledge the conventional view that one effect of electronic markets will be the bypassing of intermediaries because of the theoretical ability of electronic markets to reduce transaction costs. Their view, however, is "not only is it likely that widely available information infrastructures will reinforce the position of traditional intermediaries, but that networks will also promote the growth of a new generation of intermediaries. These new players, which we call Cybermediaries, are organizations that perform the mediating tasks in the world of electronic commerce."
In similar fashion, Patricia Seybold (1998) notes that "while there is a fair amount of disintermediation going on with electronic commerce technologies, there's an equally vibrant industry of middle people who have sprung into being precisely to serve the needs of companies that want to make it easy for customers to do business with them" (i.e. reintermediation). In an attempt to reduce their ticket distribution costs, the airlines have made it quite clear that they intend to disintermediate traditional travel agents and deal with air travelers directly, even if it means that travel agents who cannot adapt to the new conditions will be forced out of business.
SUMMARY
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